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Long-Term Trends in U.S. Trade 


In the GATT annual report, International Trade, 
1957-58, the view that the U.S. trade surplus declined 
substantially in 1958 because U.S. products were 
“pricing themselves out of the world market” is re- 
jected, and an alternative explanation ‘s offered in terms 
of a combination of certain structural and cyclical 
factors which have been operative in recent years. 

There has been a cyclical pattern in the development 
of U.S. imports of crude materials (especially ores and 
rubber) and of metals, with declines in 1954 and 1958, 
although this pattern has been less marked than for 
other industrial countries. The effects of this decline 
in 1958 were balanced by a structural increase in im- 
ports of petroleum, automobiles, and miscellaneous 
consumer goods. The value of U.S. food imports re- 


mained fairly stable in 1953-57; in 1958 it increased 
by 6 per cent—despite a fall of $200 million in coffee 
imports—because of a sharp rise in meat imports 


which was due to the downturn of the cattle cycle in the 
United States. The demand which had developed dur- 
ing the boom years for certain imported luxury food 
items continued high in 1958. U.S. imports of petro- 
leum have increased steadily regardless of the trade 
cycle; between 1953 and 1958, their value increased by 
$900 million, or more than 100 per cent. The steady 
increase in imports of machinery and transport equip- 
ment and of miscellaneous manufactures, mainly con- 
sumer goods, is the result of the increased capacity of 
Western European and Japanese industries to provide 


IFC Investment in Chile 


The International Finance Corporation (IFC) an- 
nounced on August 7 a commitment to invest US$1 
million in Cementos Bio-Bio, $.A., a new Chilean com- 
pany. Koppers International, C.A. (a subsidiary of 
Koppers Co., Inc. of Pittsburgh), Transoceanic De- 
velopment Corporation, Ltd. of Toronto, and the 
Chilean sponsoring group are investing in common 
stock of the company. More than $1 million is being 
raised by the sale to the Chilean public of shares of 
which a large proportion has been subscribed. 

Bio-Bio will build a new cement plant at Huachipato, 
near Concepcién, at a total cost of about $5 million; 
of this total, $1.6 million is covered by supplier and 
other credits. 


goods to compete in price and to satisfy the changing 
tastes of substantial groups of U.S. consumers whose 
purchasing power did not decline during the recession. 
The increase in automobile imports, which was ten 


“times higher in 1958 than in 1953, was probably due 


less to the inability of U.S. producers to compete than 
to their failure to recognize in time the demand for 
smaller cars. 

On the export side, U.S. earnings were affected both 
by the cyclical decline in demand for crude materials, 
fuels, and metals and by the disappearance of the 
structural elements which had affected U.S. exports 
during the closing of the Suez Canal. Much of the in- 
crease in U.S. food exports before 1958 was the result 
of poor harvests in Europe in 1954 and 1956 and of 
increased sales of agricultural surpluses under Public 
Law 480. 

While all these influences have had some effect, it is 
also true that the United States has lost much of the 
superiority it had in productivity immediately after 
World War II, and that Western Europe and Japan 
have greatly improved their ability to deliver promptly 
all kinds of manufactured goods. Prices, therefore, 
play a more important role than hitherto, and U.S. 
exports are consequently more sensitive to rises in labor 
costs than was the case earlier. 

Source: Contracting Parties to the General Agreement 
on Tariffs and Trade, I/nternational Trade, 
1957-58, Geneva, Switzerland, July 1959. 


IFC’s investment of $1 million will be represented 
by U.S. dollar notes maturing by 1971 and bearing 
interest of 7 per cent in dollars and additional interest 
in Chilean pesos related to profits. In addition, IFC 
will receive an option on shares of the company at 
par. The commitments by IFC, Koppers, and Trans- 
oceanic are subject to completion of the necessary legal 
formalities. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., August 7, 1959. 


Export-Import Bank Loans 

The Export-Import Bank of Washington announced 
on July 29 the extension of a $30 million loan to 
finance the export of raw cotton to Japan during the 
crop year beginning August 1, 1959. This is the 
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eleventh credit approved since 1947 for cotton pur- 
chases by Japan, and raises to $594.2 million total 
loans by the Bank for that purpose. Purchases under 
the new loan will be financed through 12-month drafts 
drawn by U.S. exporters on the Bank of Japan, follow- 
ing letters of credit issued by U.S. commercial banks. 

A credit of $17,750,000 to C.A. La Electricidad de 
Caracas, the largest privately owned utility company 
in Venezuela, was announced on July 23. The loan 
will finance part of the U.S. costs involved in the 
company’s five-year construction program, whose total 
costs are estimated at the equivalent of $97 million; 
approximately 53 per cent of this total represents pur- 
chases in the United States. Continental Illinois Bank 
and Trust Company of Chicago will participate for 
their own account in the early maturities and without 
Export-Import Bank guarantee. The credit will be re- 
paid over 12 years following a four-year grace period. 

A $4 million credit, which was announced July 23, 
will assist the advancement of a program in Chile 
to expand the production of nitrates and nitrate by- 
products through additional purchases of U.S. ma- 
chinery and equipment. This credit is in addition to a 
$16 million credit granted in 1956 for the expansion 
program of Anglo-Lautaro Nitrate Corporation. The 
new loan, like the 1956 loan, is repayable over 1314 
years. 

A credit of $1.8 million to the Foreign Transactions 
Company of Jran, announced on July 28, will provide 
for essential equipment in three factories processing 
agricultural export products. It is repayable over five 
years. With the authorization of this credit, the bal- 
ance available under the $53 million line of credit of 
1955 was reduced to $2.3 million. 


On July 28, the Bank announced authorization of a 
credit of $1.2 million to Cia Industrial Eléctrica Mexi- 
cana, an electric power company in Mexico. The 
credit will finance the costs of purchases in the United 
States of equipment for a five-year program to expand 
distribution facilities. The loan is repayable over 12 
years beginning in 1963. It is the second credit from 
the Export-Import Bank to the company; the first, for 
$1.8 million, was authorized in 1956. 

A loan of $1 million, announced on July 16, to 
Manufactura de Pilar, S.A., a private cotton textile mill 
in Paraguay, provides for the purchase of equipment 
in the United States for the mill’s expansion program. 
The credit will be repayable in five years, beginning 
in 1960. 


Sources: The Export-Import Bank of Washington, 
Press Releases, Washington, D.C., July 16, 
23, 28, and 29, 1959. 


Europe 
Accumulation of Coal Stocks in Western Europe 


The fall in coal consumption and the rise in pithead 
stocks, associated with the slowing down of business 
activity in Europe, have assumed alarming proportions 
in Belgium and have been a source of considerable 
embarrassment in the United Kingdom and West Ger- 
many. Early in 1959, West Germany imposed an im- 
port duty of DM 20 per ton on all coal coming from 
outside the European Community for Coal and Steel 
(ECCS), with the exception of 5 million tons (half the 
average annual coal imports from each country con- 
cerned during 1950-58). This duty was expected to 
reduce coal imports in 1959 by some 9 million tons 
from the 1958 figure of 13 million tons. In Belgium, 
where licensing of imports from outside the ECCS was 
reintroduced in February 1958, the tonnage to be im- 
ported in 1959 was fixed by agreement between im- 
porters and traders at less than 1 million tons, against 
2.3 million in 1958. Difficulties in Belgium have been 
increased by a sharp fall in export demand, since high- 
cost Belgian coal finds a ready market only in condi- 
tions of general shortage. In both Belgium and West 
Germany, it has been necessary to introduce short-time 
working and to reduce output. In the United Kingdom, 
it has been considered preferable to expedite the closure 
of uneconomic pits and to cut production of open-cast 
coal. Pithead stocks in Belgium increased from 218,000 
tons at the end of the first quarter of 1957 to 7,341,000 
tons at the end of the first quarter of 1959; in West 
Germany, from 657,000 tons to 9,920,000 tons; and 
in the United Kingdom, from 2,873,000 tons to 
20,166,000 tons. The situation in France has occa- 
sioned less concern, but since productivity continues to 
increase, it is intended further to reduce French im- 
ports from nonmembers of the ECCS. 

The present situation has directed attention to the 
longer-term outlook for coal. Current policy is based 
on the expectation that demand will eventually revive 
with renewed industrial expansion, but at the same 
time it is recognized that it will also depend largely on 
the extent to which productivity in coal mining keeps 
costs competitive with those of other fuels. Short-term 
measures should therefore not be in conflict with the 
longer-term objective of eliminating high-cost producers 
of coal and concentrating on the areas of more efficient 
production. 


Source: United Nations, Economic Bulletin for Europe, 
Geneva, Switzerland, Volume 11, No. If, 
June 1959. 


U.K. Exchange Reserves 


The sterling area’s reserves of gold and convertible 
currencies rose by £17 million in July, to £1,150 million. 
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Special payments on account of settlement of bilateral 
debts left over from the European Payments Union 
amounted to £7 million. The gain in reserves is the 
second largest ever recorded for the month of July. 
In the past, sterling reserves tended to weaken in the 
late summer, but this pattern has been reversed in the 
past two years (see this News Survey, Vol. XII, p. 35). 
The Financial Times states that the failure of the 
seasonal weakness to appear is due in part to the weak- 
ness of the dollar which induces some people to defer 
rather than to accelerate dollar payments. 


Sources: The Times and The Financial Times, London, 
England, August 6, 1959. 


Banking in the United Kingdom 


In the 12 months since the ending of the credit 
squeeze in the United Kingdom, advances of clearing 
banks have risen by more than £600 million, or by 
30 per cent. Nevertheless, the rise in total bank de- 
posits has been only 2 per cent. In order to maintain 
sufficient liquidity, the banks have financed most of the 
increase in advances by running down their holdings of 
gilt-edged investments. Their average ratio of invest- 
ments to deposits has fallen from 33 per cent to under 
27 per cent, while their ratio of advances has risen from 
less than 30 per cent to 38 per cent. This is a shift 
back toward normal. 

About one fourth of the increase in bank advances 
during the last year seems to have gone to personal 
and professional borrowers and one fourth to hire-pur- 
chase and retail traders. Only about one third of the 
total increase has gone to industry, which was gen- 
erally favored through the years of restriction; but 
there have been many instances, particularly among 
smaller firms in trades like building, of a switch to bank 
advances in place of borrowing from finance houses 
and still more expensive sources. 


Source: The Economist, London, England, July 23, 
1959. 


Price Policy in the United Kingdom 

The latest report of the Council on Prices, Produc- 
tivity, and Incomes stresses “the strategic importance 
of seizing the present opportunity” of cutting prices 
in the United Kingdom. The report advises industry to 
follow the lead of those firms that, by cutting prices, 
are aiming at increased sales with lower profit margins. 
It contains an implied invitation to the Government to 
undertake a special investigation of the basic problem 
of preventing total pay and profits from rising more 
than output. It expresses doubt concerning the main- 
tenance of additional profits in order to provide finance 
for the physical growth of capital. Wage restraint, it 
points out, is difficult to reconcile with the knowledge 
that profits will not be restrained. The report further 


states that the reconciliation of price stability with 
expansion is the great unsolved economic problem, and 
that the restraint on demand which helped recently to 
maintain price stability in the United Kingdom has 
serious disadvantages. 
Source: The Financial 
August 7, 1959. 


Productivity in United Kingdom and United States 


A joint study published by the Organization for 
European Economic Cooperation and the Department 
of Applied Economics of the University of Cambridge 
provides new comparisons of national output and labor 
productivity in the United Kingdom and the United 
States in 1950, with extrapolations for 1954 and 1957. 
Valuing the output of industries and services in each 
country at U.K. prices, the report finds that in 1950 
the United States had a total real product about 
540 per cent of that of the United Kingdom; if U.S. 
price weights are used, the percentage was about 450. 
The corresponding per capita figures for 1950 were 
180 per cent and 150 per cent. In 1957, U.S. gross 
national product was 581 per cent of that of the United 
Kingdom, with both measured at U.K. prices, or 
472 per cent, with both measured at U.S. prices; and 
the per capita ratios were 218 per cent and 177 per cent. 

Using 100 to represent output per worker per year 
in U.K. industry, the corresponding index in 44 manu- 
facturing industries in the United States ranged in 1950 
from 111 in shipbuilding and ship repairing to 561 in 
the metal-cans industry. The industries for which the 
index was under 200 include several traditional U.K. 
export industries, such as cutlery and the woolen and 
worsted industry. Among the remaining industries were 
chemicals with an index of 372 and motor vehicles with 
an index of 466. 

The difference between the wage levels in the two 
countries at the official rate of exchange generally ex- 
ceeded the difference in labor productivity. Among the 
44 manufacturing industries, the resultant cost advan- 
tages to U.K. manufacturers were most marked in ship- 
building, where the ratio of labor costs per unit of out- 
put was about $8.00 per pound sterling; in only 10 of 
the industries did this ratio fall below the parity figure 
of $2.80. 


Sources: A Comparison of National Output and Pro- 
ductivity of the United Kingdom and the 
United States, Paris, France, 1959; The 
Economist, London, England, July 23, 1959. 


Belgian Monetary Policy 


Under a law passed in Belgium on June 19, the 
Fonds des Rentes—a public institution established in 
1945 to regulate, through intervention, the government 
bond market—is authorized to buy and sell short-term 


Times, London, England, 
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as well as medium-term and long-term government secu- 
rities. The law also requires the Treasury to transfer 
to the Fonds des Rentes BF 2.8 billion, representing 
Belgium’s gold subscription to the International Mone- 
tary Fund; the responsibility for this subscription has 
been taken over by the National Bank of Belgium. The 
law envisages the future transfer to the Fonds des 
Rentes of other resources, which will be temporarily 
or permanently allocated to it as a special budgetary 
allocation or otherwise. The National Bank has ex- 
tended recently to the Fonds des Rentes a credit line 
of BF 2.0 billion. 

Mr. Ansiaux, Governor of the National Bank, stated 
at an extraordinary meeting of shareholders on June 29 
that these new measures complete the money market 
reforms of November 1957 (see this News Survey, 
Vol. X, p. 243). The further increase in the resources 
of the Fonds des Rentes and the enlargement of the 
scope of its open market operations will enable it, with 
the cooperation of the National Bank, to influence more 
effectively the level of interest rates, and thus to help 
the Treasury to carry out an anticyclical budgetary 
policy without inflationary financing. The new re- 
sources at the disposal of the Fonds des Rentes will be 
used for carrying out genuine open market operations 
and not for financing the Treasury. 

The Governor further stated that the tools of mone- 
tary policy now available in Belgium can deal more 
effectively with domestic or foreign developments tend- 
ing to upset economic equilibrium. However, the 
policy of the Bank cannot be dissociated from that of 
the Government. In many recent years, the size of the 
budgetary deficits and, even more, the methods used 
to finance them have had profound effects on the 
economy, particularly on the volume and cost of avail- 
able funds. The increase in the external debt has con- 
stituted an increasing mortgage on exchange reserves. 
The Governor said that, at least within a period that 
would cover all phases of the business cycle, public 
expenditures—with the only exception of those for 
productive investments—should be financed by ordi- 
nary revenue. Borrowing by the Government should be 
limited to cases plainly justified by the nature of invest- 
ments and by anticyclical considerations. 

Sources: Moniteur Belge, June 20, 1959, and Agence 


Economique et Financiére, July 30, 1959, 
Brussels, Belgium. 


Import of Norwegian Banknotes 
The amount of Norwegian banknotes and coins that 
a person entering Norway may import has been raised 
from NKr 350 to NKr 1,000 (US$140). 
Source: Bank of Norway, Press Release, Oslo, Nor- 
way, August 4, 1959. 


Use of Postal Savings Accounts in Sweden and Norway 


Beginning August 1, Norwegian holders of postal 
savings accounts may, when traveling in Sweden, with- 
draw up to NKr 200 of their deposits to buy Swedish 
kronor at any large post office in Sweden. Such a pur- 
chase of Swedish kronor does not have to be noted in 
the passport, and thus it constitutes an increase in the 
annual tourist allowance, which hitherto has been 
NKr 2,000 per person. 

Also as of August ', Swedish holders of postal sav- 
ings accounts may, when traveling in Norway, with- 
draw there up to SKr 3,000 of their deposits. 

The commercial banks in the two countries are dis- 
cussing a similar arrangement, but no decision has yet 
been taken. 

Sources: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, July 29 and August 1, 1959; Svenska 
Dagbladet, Stockholm, Sweden, August 1, 
1959. 


New Forms of Consumer Credit in Sweden 


The relaxation of monetary policy in Sweden has 
resulted in an increase in consumer credit and the 
emergence of new forms of such credit. Since last fall, 
when commercial banks introduced personal loans 
without security at an interest rate of 5 per cent on the 
original amount (see this News Survey, Vol. XI, 
p. 151), total loans of this type are estimated at more 
than SKr 10 million (US$1.9 million). Most of the 
borrowers have used the funds to pay for furniture or 
other home improvements or to buy building lots or 
summer cottages. The savings banks, cooperating with 
the Association of Swedish Merchants, are issuing 
so-called purchase loans at an interest rate of 6.75 per 
cent plus a special fee of 2 per cent on the original 
amount that the fetailer pays to the savings bank. 
These credits are intended for the purchase of con- 
sumer durable goods, but not for motorcars. 

Beginning July 1 of this year, the commercial banks 
have introduced a new variation of the earlier personal 
loans. These new loans can be used to finance the 
purchase of consumer durable goods from the members 
of the Association of Small Business and Handicrafts 
and also for repairs and installations carried out by 
members of this Association. Like the earlier loans by 
commercial banks, the amount of the credit is between 
SKr 500 and SKr 3,000; in exceptional cases, it may be 
up to SKr 5,000. The interest rate is 3.75 per cent per 
annum based on the original amount of the loan, cor- 
responding to an effective interest rate of 6.75 per cent. 
In addition, the seller of the goods purchased by the 
loan pays to the bank a fee amounting to 2 per cent, 
to cover the costs of collection, etc. The repayment 
period may vary between 9 months and 18 months, and 
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monthly payments are required, except in July and 
December if the borrower wishes. 

The purchase loans by the commercial banks differ 
in several respects from those available from the sav- 
ings banks: the borrower need not be a depositor at 
the bank; the interest is added to the loan and need 
not, as with savings banks’ loans, be paid when the 
loan is granted; the borrower’s life is insured for the 
duration of the loan. 

Source: Svenska Handelsbanken, Index, Stockholm, 
Sweden, No. 6, 1959. 


German Loan fo Finland 

The Kreditanstalt fiir Wiederaufbau in Frankfurt has 
extended to the Mortgage Bank of Finland a 15-year 
credit of DM 50 million. It is not linked to any German 
deliveries. The counterpart of the credit will be 
placed at the disposal of Outokumpu O.Y., the largest 
ore and metal producer in Finland, and will be used 
for developing new ore deposits in Northern Finland. 
Source: Handelsblatt, Diisseldorf, Germany, August 5, 

1959. 


Spanish Interest Rates 

Effective August 3, the Bank of Spain has raised its 
discount rate from 5 per cent, the rate in effect since 
July 22, 1957, to 6.25 per cent per annum. At the 


same time, all other interest rates charged by the Bank 
were increased: the rediscount rate for banks was in- 
creased from 4 per cent to 5 per cent; the rate on 
advances against collateral of government securities 
(which had been equal to the nominal interest rate of 
the security and was some 3 per cent for 2-5 year 
bonds and 4 per cent for longer maturities) was in- 
creased by % per cent; and the rate on personal credit 
and advances was raised to 7 per cent. 


German Foreign Trade 

The value of imports of the Federal Republic of 
Germany (excluding the Saar) reached DM 2,845 mil- 
lion in June 1959, or 15.5 per cent more than in the 
corresponding month of 1958; and exports amounted 
to DM 3,369 million, or 14.1 per cent more than in 
June 1958. The trade surplus was DM 524 million, 
against DM 489 million in June 1958. 

The value of both imports and exports in the first 
half of 1959 was about 8 per cent more than in the 
first half of 1958, imports reaching DM 16.2 billion 
and exports DM 19 billion. The trade surplus increased 
from DM 2.6 billion to DM 2.7 billion. Since the unit 
values of imports and exports declined between the 
first half of 1958 and the same period of 1959, the 
volume of imports increased by 15 per cent and the 
export volume by 11 per cent. 


Source: Statistisches Bundesamt, Statistischer Wochen- 
dienst, Wiesbaden, Germany, July 24, 1959. 


Middle East 
U.S. Aid to the United Arab Republic 


The United States has resumed technical assistance 
to the United Arab Republic, which was interrupted in 
1956. Two agreements, covering mainly the fields of 
civil aviation and road construction, have been signed 
with the U.A.R. Government. Earlier this year the 
U.S. Government resumed its deliveries of food supplies 
to Egypt, and sales valued at $48.5 million have been 
made against local currency. In addition, $18 million 
in economic aid funds which had remained unallocated 
from the 1956 program are being released. 

Source: Middle East Economic Digest, London, Eng- 
land, July 10, 1959. 


Far East 


Indian State Government Loans 


Twelve Indian State Governments are to float new 
bond issues totaling Rs 575 million (US$121 million). 
The loans will carry interest of 4 per cent per annum 
and will be repayable in 1971. Subscriptions will be 
opened on August 19 and closed on August 25, or 
earlier if subscriptions approximate the amount of 
each issue. 

The Government of Bombay loan will be for Rs 60 
million and will be issued at par; the loans of seven 
State Governments will total Rs 405 million and will 
be issued at 99.50; the loans of four State Governments 
will total Rs 110 million and will be issued at 99. The 
3 per cent Madras Government loan, 1959, will be 
accepted at par for conversion into the new 4 per cent 
Rs 80 million loan of that Government, to be issued at 
99.50. 

The loans to be issued at 99.50 will have a redemp- 
tion yield of 4.05 per cent per annum and a current 
yield of 4.02 per cent; the loans to be issued at 99 will 
have a redemption yield of 4.11 per cent and a current 
yield of 4.04 per cent. The redemption yields in respect 
of the 4% per cent 12-year bonds of State Governments 
issued last year at 99.50 and 99 were 4.30 per cent and 
4.36 per cent, respectively. 


Source: The Times of India, Bombay, India, July 29, 
1959. 


Surrender of Duty Protection by Indian Oil Refinery 


Burmah-Shell Refineries of India has voluntarily sur- 
rendered import duty protection in respect of petroleum 
products currently manufactured in their refinery, effec- 
tive July 1, 1959. Previously, the company had volun- 
tarily surrendered duty protection on gasoline. Furnace 
oil, high-speed diesel oil, light diesel oil, and bitumen 
are affected by the recent action. 
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Burmah-Shell Refineries commenced operations in 
India early in 1955 and attained full-scale production 
in July 1955. Under an agreement with the Government 
of India, import duty protection was authorized for 
petroleum products manufactured domestically for a 
period of ten years from the date of full-scale refinery 
operations or until the end of 1965, whichever might be 
earlier. 


Source: Information Service of India, 
Washington, D.C., July 30, 1959. 


Thailand's Rice Exports 


The Thai Government on June 17 lowered its export 
premiums on the lower grades of white rice and on all 
grades of broken rice. The premium reduction is effec- 
tive until September 30. The ban on exports of glutinous 
rice which was imposed April 20 was lifted June 23 
as a result of increasing supplies of this kind of rice 
from the 1958-59 crop. Of the 1.13 million metric 
tons of rice exported in 1958, about 81,000 tons were 
glutinous rice. 


Indiagram, 


Sources: Department of Agriculture, Foreign Crops 
and Markets, Washington, D.C., July 20 and 
27, 1959. 


Chemical and Pharmaceutical Manufacturing in Thailand 


Under an agreement signed with the Thai Govern- 
ment, Merck, Sharp and Dohme, Inc. will establish 
chemical and pharmaceutical manufacturing facilities 
in Thailand. The company’s initial investment, includ- 
ing plant and working capital, is estimated at about 
$1.5 million. This will be the first chemical and phar- 
maceutical company licensed to establish manufacturing 
facilities in Thailand, and the first major U.S. concern 
to be registered under the Revised Industrial Promotion 
Act (see this News Survey, Vol. XI, p. 298). 

Source: Far Eastern Economic Review, Hong Kong, 
July 23, 1959. 


Japan's Foreign Trade 

According to the Customs Division of the Ministry 
of Finance, Japan’s exports in the first half of 1959 
were $1,542 million, about 11 per cent more than in the 
same period of 1958, and imports, at $1,736 million, 
increased by about 10 per cent. Thus the trade deficit 
of $194 million was about the same as in the first six 
months of last year. 

In the 1959 period, exports of machinery, pharma- 
ceutical and chemical products, food and beverages, 
and nonmetallic mineral products were markedly 
higher than in the 1958 period. Exports of textile 
goods and of metals and their products were largely 
unchanged. Among imports, the most pronounced in- 
creases were in metal ores and scrap, animal and veg- 
etable raw materials, and pharmaceutical and chemical 


goods. There was some decrease in imports of textile 
raw materials and of foods and beverages. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
July 13, 1959. 


Foreign Trade of the Philippines 


Philippine imports during the first four months of 
1959, at P 284 million, were 29 per cent less than in 
the same period of 1958. The decline was most pro- 
nounced in imports of textiles, foodstuffs, base metals, 
machinery (other than electrical machinery), mineral 
fuels and lubricants, and metal manufactures. Imports 
of electrical machinery, chemicals, and inedible crude 
materials other than fuels increased. 


TENTH ANNUAL REPORT ON EXCHANGE RESTRICTIONS 


The most important single achievement of the postwar 
period in the field of exchange restrictions took place at 
the end of 1958, when external convertibility of the major 
European currencies was established; in early 1959, other 
countries adjusted their exchange control regulations to 
the new conditions. The wide impact of this move to 
external convertibility is discussed in this Report, the 
tenth in the series prepared in accordance with Arti- 
cle XIV of the Fund Agreement. A major factor behind 
the move was that, in general, the industrialized countries 
gained in strength both economically and financially and, 
with the exception of the United States, added appre- 
ciably to their gold and dollar reserves. Most of the less 
developed countries continue to experience difficulties, 
but several are putting into effect comprehensive stabili- 
zation programs which include the simplification of their 
exchange systems. The Report considers the immediate 
effects of this concerted move and what impact it may 
be expected to have on the restrictions that remain. It 
also points out that during the period under review con- 
siderable further progress was made in the substitution 
of unitary exchange rates for multiple currency practices, 
and that there was a general decline in the number of 
bilateral payments arrangements between Fund member 
countries. 

The second part of the Report consists of country 
surveys describing the exchange systems of ali Fund 
members and of six nonmember countries: the basic 
exchange rates, the nature of the exchange system, the 
authorities that administer the controls, the arrangements 
that apply to settlements with other countries, the opera- 
tion of the accounts of nonresidents, and the require- 
ments affecting settlements for imports, exports, invisibles, 
and capital transactions. Each survey concludes with 
a chronological listing of the more significant changes in 
exchange practices that took place during 1958 and in 
early 1959. Where the exchange rate system is not 
uniform, a table of exchange rates is provided. 

The Report is available without charge. Address re- 
quests to 

The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 
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Exports in the first four months of 1959 were P 332 
million, about 14 per cent more than a year earlier. 
Data by commodity, which are available for only the 
first three months of 1959, show that exports of the ten 
principal commodities totaled P 200 million, compared 
with P 188 million in the first quarter of 1958. The 
increase was chiefly in sales of logs and lumber, chro- 
mite ore, copper concentrate, and abaca. Exports of 
pineapples and coconut oil also increased. The value 
of copra and desiccated coconut remained largely un- 
changed, but there was a noticeable decrease in sugar 
exports. 


Sources: The Journal of Commerce, New York, N.Y., 
July 29, 1959; International Monetary Fund, 
International Financial Statistics, Washington, 
D.C., August 1959. 


United States and Canada 


U.S. Surplus Disposal Program 

The programming of U.S. surplus agricultural com- 
modities under Public Law 480 (the Agricultural Trade 
Development and Assistance Act) amounted to $803.5 
million in January-June 1959, bringing to $8.4 billion 
the total value of programs since the beginning of op- 
erations in mid-1954. Agreements for sales for local 
currencies have accounted for $5.1 billion, or 60 per 
cent of total programming; donations for 20 per cent; 
barter contracts for 13 per cent; and emergency relief 
for about 7 per cent. 

In the five years ended June 30, 1959, exports under 
Public Law 480 have accounted for 27 per cent of total 
U.S. agricultural exports. The program has had a 
larger incidence on particular commodities. Thus, in 
fiscal 1959, it accounted for two thirds of total exports 
of wheat, cottonseed, and soybean oil, one half of rice 
exports, and one third of cotton exports. 

The cost to the Government of financing exports 
under agreements for local currencies has exceeded by 
more than 80 per cent the export value of shipments 
under this program. This greater cost has been due in 
part to higher prices paid for commodities from com- 
mercial stocks, the government acquisition cost of com- 
modities at domestic support prices, and costs of stor- 
age, processing, and inland and ocean transportation. 
The total cost in the five years of the program is esti- 
mated at $5.1 billion, compared with the export value 
of $2.8 billion. 


Source: The Tenth Semi-Annual Report on Activities 
Carried on Under Public Law 480, Transmitted 
by the Piesident to the Congress July 30, 1959, 
Washington, D.C. 


U.S. Cotton Crop 


The U.S. cotton crop for 1959 is presently estimated 
at 14.8 million bales, almost 30 per cent above the 
harvest last year. Yields are expected to be 5 per cent 
above those in 1958, and acreage (at 15 million acres) 
is estimated as about one fourth larger. The increase in 
acreage reflects the abandonment of the acreage reserve 
program for cotton and legislation permitting cotton 
farmers to overplant their production quotas in return 
for lower price supports. 

Prospects for greater consumption should prevent the 
larger 1959 crop from adding to present surpluses. 
Domestic mills are expected to consume about 9 million 
bales of cotton in 1959-60, compared with 8.6 million 
bales in 1958-59, and exports are estimated at 5-6 
million bales, compared with 2.8 million bales in 
1958-59. 

Source: The Wall Street Journal, New York, N.Y., 
August 11, 1959. 


Canada’s Foreign Trade and Export Financing 


Canada’s exports in the first six months of 1959 were 
$2.42 billion, $35 million more than exports in the 
corresponding period of 1958, and imports rose by 
$244 million, to $2.81 billion. The trade deficit of 
about $400 million was about twice the deficit a year 
earlier. In trade with the United States, exports rose 
by $138 million, imports increased by $151 million, and 
the deficit differed little from that in January-June 1958. 
Since exports to the United Kingdom and other Com- 
monwealth countries were reduced and imports in- 
creased, the traditional export surplus with the Com- 
monwealth area as a whole declined by about $50 
million, to little more than $100 million. Exports to all 
other countries taken together fell by 16 per cent be- 
tween the two periods, while imports advanced at about 
the same rate; thus there was a trade deficit of $40 
million with this group of countries in the first six months 
of 1959, compared with a surplus of $100 million in 
the first half of 1958. 

The Canadian Parliament, during its session ended 
July 18, 1959, passed two bills to facilitate export 
financing. The functions of the government-owned 
Export Credit Insurance Corporation, which has been 
to insure Canadian exporters against nonpayment by 
foreign buyers of goods and services, were extended to 
the field of buying, selling, and lending on guaranteed 
export paper. In addition, the Corporation will be 
authorized to provide direct guarantees to lenders for 
export transactions. A new private company, Export 
Finance Corporation of Canada, with an authorized 
capital of $50 million, will begin export financing op- 
erations this fall. It will buy export instruments 
guaranteed by the government corporation and—under 
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certain conditions—it will purchase instruments not 
guaranteed, will extend loans to foreign importers, and 
will offer additional services. 


Sources: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, July 31, 1959; The Finan- 
cial Post, Toronto, Canada, August 1, 1959. 


Latin America 


Argentine-Paraguayan Trade Agreement 


A new temporary trade agreement between Argen- 
tina and Paraguay provides that in future exports and 
imports shall be paid for in either Argentine pesos, 
Paraguayan guaranies, or any freely convertible cur- 
rency. Any balance remaining in the clearing account 
under the agreement of October 1956 is to be paid in 
free dollars by the debtor country within five days. A 
definitive trade agreement will be concluded only after 
the negotiations on customs duties and exchange sur- 
charges have been completed. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 3, 1959. 


Other Countries 


Australian Import Restrictions 


With effect from August 1, Australian import restric- 
tions were eased so as to permit annual imports to rise 
by £A 50 million, to £A 850 million, and discrimination 
against nearly all imports from the dollar area was 
removed. The Minister for Trade said that overseas 
currency reserves, which amounted to £A 515 million 
on June 30, 1959, are sufficiently strong to allow this 
addition to the import bill. There was a substantial 
inflow of capital in the year ended June 30, and export 
earnings are likely to rise in 1959-60. 

A further 60 items, involving trade of about £A 50 
million a year, will be exempt from licensing, bring- 
ing to almost £A 200 million the value of goods that 
can now be imported without a license. Trade worth 
£A 56 million, covering almost 250 items, will be added 
to the import replacement category, so that the total 
value of goods imported on this basis will be about 
£A 100 million. Import allocations for practically all 
goods licensed on an administrative basis, including 
imports for the motor vehicle industry, will be increased; 
a further £A 100 million of goods will thus be licensed 
freely. In total, therefore, about £A 400 million of 
imports will be either exempt from licensing or licensed 
freely. The largest single item in this category is unre- 
fined oil; the remainder consists largely of industrial 
equipment and materials. However, some consumer 
goods, notably whisky and cameras, are included. 


More than 90 per cent of the total range of Australian 
imports can now be bought from any country in the 
world, and there has been some easing of discrimination 
with regard to the remaining 10 per cent. The Govern- 
ment intends gradually to eliminate all dollar discrim- 
ination. 


Sources: Australian News and Information Bureau, 
Australian Daily News, New York, N.Y., 
July 31, 1959; The Times and The Financial 
Times, London, England, August 1, 1959. 


New Zealand Budget 


The budget presented to the New Zealand House of 
Representatives provides for tax reductions of £17 
million in a full year. Income-tax rates, which had been 
increased in 1958-59, will be reduced by 20 per cent 
from October 1, 1959; and from April 1, 1960, the 
social security tax of ls. 6d. in the pound on all income 
will be separated from the income tax. The first £500 
of taxable income will be taxed at 3s. in the pound, the 
rate increasing by 6d. for each £100 up to taxable 
income of £900. 

Source: New Zealand Embassy, News from 
Zealand, Washington, D.C., July 1959. 


New 


New Zealand Foreign Trade 


The foreign trade figures of New Zealand for the 
year ended June 30, 1959 show a surplus of £41 mil- 
lion, compared with a deficit of some £60 million for the 
previous year. A deficit of £34 million in trade with the 
sterling area was more than counterbalanced by a sur- 
plus of £75 million in trade with the non-sterling area. 
There was a surplus with the dollar area of almost £41 
million and with non-sterling OEEC countries of almost 
£26 million. 

The Financial 
August 8, 1959. 


Source: 


Times, London, England, 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
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